The potential usex of public resources and powers to improve the economic stuius of economic groups (such as industries and occupations) are analyzed to provide a scheme of the demand for regulation. The characteristics of the political process which allow relatively small groups to obtain such regulation is then sketched lo provide elemenls of a theory of supply of regulation. A variety of empirical evidence and illustration is also presented.
The potential usex of public resources and powers to improve the economic stuius of economic groups (such as industries and occupations) are analyzed to provide a scheme of the demand for regulation. The characteristics of the political process which allow relatively small groups to obtain such regulation is then sketched lo provide elemenls of a theory of supply of regulation. A variety of empirical evidence and illustration is also presented.
W The state-the machinery and power of the state-is a potential resource or threat to every industry in the society. With its power to prohibit or compel, to take or give money, the state can and does selectively help or hurt a vast number of industries. That political juggernaut, the petroleum industry, is an immense consumer of political benefits, and simultaneously the underwriters of marine insurance have their more modest repast. The central tasks of the theory of economic regulation are to explain who will receive the benefits or burdens of regulation, what form regulation will take, and the effects of regulation upon the allocation of resources.
Regulation may be actively sought by an industry, or it may be thrust upon it. A central thesis of this paper is that, as a rule, regulation is acquired by the industry and is designed and operated primarily for its benefit. There are regulations whose net effects upon the regulated industry are undeniably onerous; a simple example is the differentially heavy taxation of the industry's product (whiskey, playing cards). These onerous regulations, however, are exceptional and can be explained by the same theory that explains beneficial (we may call it "acquired") regulation.
Two main alternative views of the regulation of industry are widely held. The first is that regulation is instituted primarily for the protection and benefit of the public at large or some large subclass of the public. In this view, the regulations which injure the public-as when the oil import quotas increase the cost of petroleum products to America by $5 billion or more a year-are costs of some social goal (here, national defense) or, occasionally, perversions of the regulatory philosophy. The second view is essentially that the political process defies rational explanation: "politics" is an imponderable, a constantly and unpredictably shifting mixture of forces of the most diverse nature, comprehending acts of gredt moral virtue (the emancipation of slaves) and of the most vulgar venality (the congressman feathering his own nest).
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Let us consider a problem posed by the oil import quota system: why does not the powerful industry which obtained this expensive program instead choose direct cash subsidies from the public treasury? The "protection of the public" theory of regulation must say that the choice of import quotas is dictated by the concern of the federal government for an adequate domestic supply of petroleum in the event of war-a remark calculated to elicit uproarious laughter at the Petroleum Club. Such laughter aside, if national defense were the goal of the quotas, a tariff would be a more economical instrument of policy: it would retain the profits of exclusion for the treasury. The non-rationalist view would explain the policy by the inability of consumers to measure the cost to them of the import quotas, and hence their willingness to pay $5 billion in higher prices rather than the $2.5 billion in cash that would be equally attractive to the industry. Our profit-maximizing theory says that the explanation lies in a different direction: the present members of the refining industries would have to share a cash subsidy with all new entrants into the refining industry.1 Only when the elasticity of supply of an industry is small will the industry prefer cash to controls over entry or output.
This question, why does an industry solicit the coercive powers of the state rather than its cash, is offered only to illustrate the approach of the present paper. We assume that political systems are rationally devised and rationally employed, which is to say that they are appropriate instruments for the fulfillment of desires of members of the society, This is not to say that the state will serve any person's concept of the public interest: indeed the problem of regulation is the problem of discovering when and why an industry (or other group of likeminded people) is able to use the state for its purposes, or is singled out by the state to be used for alien purposes.
What benefits can
s The state has one basic resource which in pure principle is not a state provide shared with even the mightiest of its citizens: the power to coerce. to an industry?
The state can seize money by the only method which is permitted by the laws of a civilized society, by taxation. The state can ordain the physical movements of resources and the economic decisions of households and firms without their consent. These powers provide the possibilities for the utilization of the state by an industry to increase its profitability. The main policies which an industry (or occupation) may seek of the state are four. The most obvious contribution that a group may seek of the government is a direct subsidy of money. The domestic airlines received "air mail" subsidies (even if they did not carry mail) of $1.5 billion through 1968. The merchant marine has received construction and operation subsidies reaching almost $3 billion since World War IL The education industry has long shown a masterful skill in obtaining pubIic funds: for example, universities and colleges have received federal funds exceeding $3 billion annually in recent years, as well as subsidized loans for dormitories and other construction. The veterans of wars have often received direct cash bonuses.
1Tbe domestic producers of petroleum, who also benefit from the import quota, would find a tariff or cash payment to domestic producers equallyattractive. If their interestsalone wereconsulted, import quotas would be auctioned off instead of being givenaway.
We have already sketched the main explanation for the fact that an industry with power to obtain governmental favors usually does not use this power to get money: unless the list of beneficiaries can be limited by an acceptable device, whatever amount of subsidies the industry can obtain will be dissipated among a growing number of rivals. The airlines quickly moved away from competitive bidding for air mail contracts to avoid this problem.2 On the other hand, the premier universities have not devised a method of excluding other claimants for research funds, and in the long run they will receive much-reduced shares of federal research monies.
The second major public resource commonly sought by an industry is control over entry by new rivals. There is considerable, not to say excessive, discussion in economic literature of the rise of peculiar price policies (limit prices), vertical integration, and similar devices to retard the rate of entry of new firms into oligopolistic industries. Such devices are vastly less efficacious (economical) than the certificate of convenience and necessity (which includes, of course, the import and production quotas of the oil and tobacco industries).
The diligence with which the power of control over entry will be exercised by a regulatory body is already well known. The Civil Aeronautics Board has not allowed a single new trunk line to be launched since it was created in 1938. The power to insure new banks has been used by the Federal Deposit Insurance Corporation to reduce the rate of entry into commercial banking by 60 percent. s The interstate motor carrier history is in some respects even more striking, because no even ostensibly respectable case for restriction on entry can be developed on grounds of scale economies (which are in turn adduced to limit entry for safety or economy of operation). The number of federally licensed common carriers is shown in Figure 1 : the immense growth of the freight hauled by trucking common carriers has been associated with a steady secular decline of numbers of such carriers, The number of applications for new certificates has been in excess of 5000 annually in recent years: a rigorous proof that hope springs eternal in an aspiring trucker's breast.
We propose the general hypothesis: every industry or occupation that has enough political power to utilize the state will seek to control entry. In addition, the regulatory policy will often be so fashioned as to retard the rate of growth of new firms. For example, no new savings and loan company may pay a dividend rate higher than that prevailing in the community in its endeavors to attract deposits. 4 The power to limit selling expenses of mutual funds, which is soon to be conferred upon the Securities and Exchange Commission, will serve to limit the growth of small mutual funds and hence reduce the sales costs of large funds.
One variant of the control of entry is the protective tariff (and the corresponding barriers which have been raised to interstate movements of goods and people). The benefits of protection to an industry, one might think. will usually be dissipated by the entry of new domestic producers, and the question naturally arises: Why does the industry not also seek domestic entry controls? In a few industries .
(petroleum) thedomesticcontrok have been obtained, but not in most. The tariff will be effective if there is a specialized domestic resource necessary to the industry; oil-producing lands is an example. Even if an industry has only durable specialized resources, it will gain ifits contraction is slowed by a tariff.
A third general set of powers of the state which will be sought by the industry are those which affect substitutes and complements. Crudely put, the butter producers wish to suppress margarine and encourage the production of bread. The airline industry actively supports the federal subsidies to airports; the building trade unions have opposed labor-saving materials through building codes. We shall examine shortly a specific case of inter-industry competition in transportation.
The fourth class of public policies sought by an industry is directed to price-fixing. Even the industry that has achieved entry control will often want price controls administered by a body with coercive powers. If the number of firms in the regulated industry is even moderately large, price discrimination will be difficult to maintain in the absence of public support. The prohibition of interest on demand deposits, which is probably effective in preventing interest payments to most non-business depositors, is a case in point. Where there are no diseconomies of large scale for the individual firm (e.g., a motor trucking firm can add trucks under a given license as common carrier), price control is essential to achieve more than competitive rates of return. Fkst, the distribution of control of the industry among the firms in the industry is changed. In an unregulated industry each firm's influence upon price and output is proportional to its share of industry output (at least in a simple arithmetic sense of direct capacity to change output). The political decisions take account also of the political strength of the various firms, so small firms have a larger influence than they would possess in an unregulated industry. Thus, when quotas are given to firms, the small firms will almost always reeeive larger quotas than cost-minimizing practices would allow. The original quotas under the oil import quota system will illustrate this practice (Table 1 ). The smallest refiners were given a quota of 11.4 percent of their daily consumption of oil, and the percentage dropped as refinery size rose,5 The pattern of regressive benefits is characteristic of public controls in industries with numerous firms.
Second, the procedural safeguards required of public processes are costly. The delays which are dictated by both law and bureaucratic thoughts of self-survival can be large: Robert Gerwig found the price of gas sold in interstate commerce to be 5 to 6 percent higher than in intrastate commerce because of the administrative costs (including delay) of Federal Power Commission reviews [5] .
Finally, the political process automatically admits powerful outsiders to the industry's councils. It is well known that the allocation of television channels among communities does not maximize industry revenue but reflects pressures to serve many smaller communities. The abandonment of an unprofitable rail line is an even more notorious area of outsider participation.
These limitations are predictable, and they must all enter into the calculus of the profitability of regulation of an industry.
u An illustrative analysis. The recourse to the regulatory process is of course more specific and more complex than the foregoing sketch 5The largest refinerieswere restrictedto 75.7percent of their historicalquota under the earlier voluntary import quota plan.
suggests. The defensive power of various other industries which are affected by the proposed regulation must also be taken into account. An analysis of one aspect of the regulation of motor trucking will illustrate these complications. At this stage we are concerned only with the correspondence between regulations and economic interests; later we shall consider the political process by which regulation is achieved.
The motor trucking industry operated almost exclusively within cities before 1925, in good part because neither powerful trucks nor good roads were available for long-distance freight movements. As these deficiencies were gradually remedied, the share of trucks in intercity freight movements began to rise, and by 1930 it was estimated to be 4 percent of ton-miles of intercity freight. The railroad industry took early cognizance of this emerging competitor, and one of the methods by which trucking was combatted was state regulation.
By the early 1930's all states regulated the dimensions and weight of trucks. The weight limitations were a much more pervasive control over trucking than the licensing of common carriers because even the trucks exempt from entry regulation are subject to the limitations on dimensions and capacity. The weight regulations in the early 1930s are reproduced in the appendix (Table 6 ). Sometimes the participation of railroads in the regulatory process was incontrovertible: Texas and Louisiana placed a 7000-pound payload limit on trucks serving (and hence competing with) two or more railroad stations, and a 14,000-pound limit on trucks serving only one station (hence, not competing with it).
We seek to determine the pattern of weight limits on trucks that would emerge in response to the economic interests of the concerned parties. The main considerations appear to be the following:
(1) Heavy trucks would be allowed in states with a substantial number of trucks on farms: the powerful agricultural interests would insist upon this. The 1930 Census reports nearly one million trucks on farms. One variable in our study will be, for each state, trucks per 1000 of agricultural population.' (2) Railroads found the truck an effective and rapidly triumphing competitor in the shorter hauls and hauls of less than carload traffic, but much less effective in the carload and longer-haul traffic. Our second variable for each state is, therefore, length of average railroad haul.' The longer the average rail haul is, the less the railroads will be opposed to trucks.
(3) The public at large would be concerned by the potential damage done to the highway system by heavy trucks. The better the state highway system, the heavier the trucks that would be permitted. The percentage of each state's highways that had a high type surface is the third variable. Of course good highways are more likely to exist where the potential contribution of trucks to a state's economy is greater, so the causation may be looked at from either direction.
6The ratio of trucks to total population would measure the product of (1) the importance of trucks to farmers, and (2) the importance of farmers in the state. For reasons given later, we prefer to emphasize (1).
We have two measures of weight limits on trucks, one for 4-wheel trucks (Xl) and one for 6-wheel trucks (X2). We may then calculate two equations, X, (or X2) = a + bXt + cX, + dXs, where X, = trucks per 1000 agricultural labor force, 1930, X, = average length of railroad haul of freight traffic, 1930, X, = percentage of state roads with high-quality surface, 1930.
(All variables are fully defined and their state values given in Table  7 on page 20.)
The three explanatory variables are statistically significant, and each works in the expected direction. The regulations on weight were less onerous; the larger the truck population in farming, the less competitive the trucks were to railroads (i.e., the longer the rail hauls), and the better the highway system (see Table 2 ).
u The foregoing analysis is concerned with what maybe termed the industrial demand for governmental powers. Not every industry will have a significant demand for public assistance (other than money!), meaning the prospect of a substantial increase in the present value of the enterprises even if the governmental services could be obtained gratis (and of course they have costs to which we soon turn). In some economic activities entry of new rivals is extremely difficult to control-consider the enforcement problem in restricting the supply of domestic servants. In some industries the substitute products cannot be efficiently controlled-consider the competition offered to bus lines by private car-pooling. Price fixing is not feasible where every unit of the product has a different quality and price, as in the market for used automobiles. In general, however, most industries will have a positive demand price (schedule) for the services of government.
The costs of
s When an industry receives a grant of power from the state, the obtaining legislation benefit to the industry will fall short of the damage to the rest of the community. Even if there were no deadweight losses from acquired regulation, however, one might expect a democratic society to reject such industry requests unless the industry controlled a majority of the votes.s A direct and informed vote on oil import quotas would reject the scheme. (If it did not, our theory of rational political processes would be contradicted.) To explain why many industries are able to employ the political machinery to their own ends, we must examine the nature of the political process in a democracy.
A consumer chooses between rail and air travel, for example, by voting with his pocketbook: he patronizes on a given day that mode of transportation he prefers. A similar form of economic voting occurs with decisions on where to work or where to invest one's capital. The market accumulates these economic votes, predicts their future course, and invests accordingly.
Because the political decision is coercive, the decision process is fundamentally different from that of the market. If the public is asked to make a decision between two transportation media comparable to the individual's decision on how to travel-say, whether airlines or railroads should receive a federal subsidy-the decision must be abided by everyone, travelers and non-travellers, travelers this year and travelers next year. This compelled universality of political decisions makes for two differences between democratic political decision processes and market processes.
(1) The decisions must be made simultaneously by a large number of persons (or their representatives): the political process demands simultaneity of decision. If A were to vote on the referendum today, B tomorrow, C the day after, and so on, the accumulation of a majority decision would be both expensive and suspect. (A might wish to cast a different vote now than last month.)
The condition of simultaneity imposes a major burden upon the political decision process. It makes voting on specific issues prohibitively expensive: it is a significant cost even to engage in the transaction of buying a plane ticket when I wish to travel; it would be stupendously expensive to me to engage in the physically similar transaction of voting (i.e., patronizing a polling place) whenever a number of my fellow citizens desired to register their views on railroads versus airplanes. To cope with this condition of simultaneity, the voters must employ representatives with wide discretion and must eschew direct expressions of marginal changes in preferences. This characteristic also implies that the political decision does not predict voter desires and make preparations to fulfill them in advance of their realization.
(2) The democratic decision process must involve "all" the community, not simply those who are directly concerned with a decision. In a private market, the non-traveller never votes on rail versus plane travel, while the huge shipper casts many votes each day. The political decision process cannot exclude the uninterested voter: the abuses of any exclusion except self-exclusion are obvious. Hence, the political process does not allow participation in proportion to interest and knowledge. In a measure, this ditliculty is moderated by other political activities besides voting which do allow a more effective vote to interested parties: persuasion, employment of skilled legislative representatives, etc. Nevertheless, the political system does not offer good incentives like those in private markets to the acquisition of knowledge. If I consume ten times as much of public service A (streets) as of B (schools), I do not have incentives to acquire corresponding amounts of knowledge about the public provision of these services.g These characteristics of the political process can be modified by having numerous levels of government (so I have somewhat more incentive to learn about local schools than about the whole state school system) and by selective use of direct decision (bond referenda). The chief method of coping with the characteristics, however, is to employ more or less full-time representatives organized in (disciplined by) firms which are called political parties or machines.
The representative and his party are rewarded for their discovery and fulfillment of the political desires of their constituency by success in election and the perquisites of office. If the representative could confidently await reelection whenever he voted against an economic policy that injured the society, he would assuredly do so. Unfortunately virtue does not always command so high a price. If the representative denies ten large industries their special subsidies of money or governmental power, they will dedicate themselves to the election of a more complaisant successor: the stakes are that important. This does not mean that every large industry can get what it wants or all that it wants: it does mean that the representative and his party must find a coalition of voter interests more durable than the anti-industry side of every industry policy proposal, A representative cannot win or keep office with the support of the sum of those who are opposed to: oil import quotas, farm subsidies, airport subsidies, hospital subsidies, unnecessary navy shipyards, an inequitable public housing program, and rural electrification subsidies.
The political decison process has as its dominant characteristic infrequent, universal (in principle) participation, as we have noted: political decisions must be infrequent and they must be global. The voter's expenditure to learn the merits of individual policy proposals and to express his preferences (by individual and group representation as well as by voting) are determined by expected costs and returns, just as they are in the private marketplace. The costs of comprehensive information are higher in the political arena because information must be sought on many issues of little or no direct concern to the individual, and accordingly he will know little about most matters before the legislature. The expressions of preferences in voting will be less precise than the expressions of preferences in the 9 see [2] .
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marketplace because many uninformed people will be voting and affecting the decision.l"
The channels of political decision-making can thus redescribed as gross or filtered or noisy. If everyone has a negligible preference for policy A over B, the preference will not be discovered or acted upon. If voter group X wants a policy that injures non-X by a small amount, it will not pay non-X to discover this and act against the policy. The system is calculated to implement all strongly felt preferences of majorities and many strongly felt preferences of minorities but to disregard the lesser preferences of majorities and minorities. The filtering or grossness will be reduced by any reduction in the cost to the citizen of acquiring information and expressing desires and by any increase in the probability that his vote will influence policy.
The industry which seeks political power must go to the appropriate seller, the political party. The political party has costs of operation, costs of maintaining an organization and competing in elections. These costs of the political process are viewed cxccssivcly narrowly in the literature on the financing of elections: elections are to the political process what merchandising is to the process of producing a commodity, only an essential final step. The party maintains its organization and electoral appeal by the performance of costly services to the voter at all times, not just before elections. Part of the costs of services and organization are borne by putting a part of the party's workers on the public payroll, An opposition party, however, is usually essential insurance for the voters to discipline the party in power, and the opposition party's costs are not fully met by public funds.
The industry which seeks regulation must be prepared to pay with the two things a party needs: votes and resources. The resources may be provided by campaign contributions, contributed services (the businessman heads a fund-raising committee), and more indirect methods such as the employment of party workers. The votes in support of the measure are rallied, and the votes in opposition are dispersed, by expensive programs to educate (or uneducate) members of the industry and of other concerned industries.
These costs of legislation probably increase with the size of the industry seeking the legislation. Larger industries seek programs which cost the society more and arouse more opposition from substantially affected groups. The tasks of persuasion, both within and without the industry, also increase with its size. The fixed size of the political "market," however, probably makes the cost of obtaining legislation increase less rapidly than industry size. The smallest industries are therefore effectively precluded from the political process unless they have some special advantage such as geographical concentration in a sparsely settled political subdivision.
If a political party has in effect a monopoly control over the governmental machine, one might expect that it could collect most of the benefits of regulation for itself. Political parties, however, are
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IDThere is an organizational problem in any decision in which more than one vote is cast. If because of economies of scale it requires a thousand customers to buy a product before it can be produced, this thousand votes has to be assembled by some entrepreneur.
Unlike the political scene, however, there is no need to obtain the consent of the remainder of the community, because they will bear no part of the cost.
perhaps an ideal illustration of Demsetz' theory of natural monopoly [4] . If one party becomes extortionate (or badly mistaken in its reading of effective desires), it is possible to elect another party which will provide the governmental services at a price more closely proportioned to costs of the party. If entry into politics is effectively controlled, we should expect one-party dominance to lead that party to solicit requests for protective legislation but to exact a higher price for the legislation.
The internal structure of the political party, and the manner in which the perquisites of oftlce are distributed among its members, offer fascinating areas for study in this context. The elective officials are at the pinnacle of the political system-there is no substitute for the ability to hold the public offices. I conjecture that much of the compensation to the legislative Ieadcrs takes the form of extrapolitical payments. Why are so many politicians lawyers ?-because everyone employs lawyers, so the congressman's firm is a suitable avenue of compensation, whereas a physician would have to be given bribes rather than patronage, Most enterprises patronize insurance companies and banks, so we may expect that legislators commonly have financial affiliations with such enterprises.
The financing of industry-wide activities such as the pursuit of legislation raises the usual problem of the free rider.'l We do not possess a satisfactory theory of group behavior-indeed this theory is the theory of oligopoly with one addition: in the very large number industry (e.g., agriculture) the political part y itself will undertake the entrepreneurial role in providing favorable legislation. We can go no further than the infirmities of oligopoly theory allow, which is to say, we can make only plausible conjectures such as that the more concentrated the industry, the more resources it can invest in the campaign for legislation.
El Occupational licensing. The licensing of occupations is a possible use of the political process to improve the economic circumstances of a group. The license is an effective barrier to entry because occupational practice without the license is a criminal offense. Since much occupational licensing is performed at the state level, the area provides an opportunity to search for the characteristics of an occupation which give it political power.
Although there are serious data limitations, we may investigate several characteristics of an occupation which should influence its ability to secure political power:
(1) The size of the occupation. Quite simply, the larger the occupation, the more votes it has. (Under some circumstances, therefore, one would wish to exclude non-citizens from the measure of size.) ( 2) The per capita income of the occupation. The income of the occupation is the product of its number and average income, so this variable and the preceding will reflect the total income of the occupation. The income of the occupation is presumably an index of the probable rewards of successful political action: in the absence of specific knowledge of supply and demand functions, we expect 11The thmr~that the lobbying organization avoids the "free-rider" problem by selling useful services was proposed by Thomas G. Moore [8] and elaborated by Mancur Olson [9] . The theory has not been tested empirically.
THEORY OF licensing to increase each occupation's equilibrium income by roughly the same proportion. In a more sophisticated version, one would predict that the less the elasticity of demand for the occupation's services, the more profitable licensing would be. One could also view the income of the occupation as a source of funds for political action, but if we view political action as an investment this is relevant only with capital-market imperfections. 12 The average income of occupational members is an appropriate variable in comparisons among occupations, but it is inappropriate to comparisons of one occupation in various states because real income will be approximately equal (in the absence of regulation) in each state.
(3) The concentration of the occupation in large cities. When the occupation organizes a campaign to obtain favorable legislation, it incurs expenses in the solicitation of support, and these are higher for a diffused occupation than a concentrated one. The solicitation of support is complicated by the free-rider problem in that individual members cannot be excluded from the benefits of legislation even if they have not shared the costs of receiving it. If most of the occupation is concentrated in a few large centers, these problems (we suspect) are much reduced in intensity: regulation may even begin at the local governmental level. We shall use an orthodox geographical concentration measure: the share of the occupation of the state in cities over 100,000 (or 50,000 in 1900 and earlier).
(4) The presence of a cohesive opposition to licensing. If an occupation deals with the public at large, the costs which licensing imposes upon any one customer or industry will be small and it will not be economic for that customer or industry to combat the drive for licensure. If the injured group finds it feasible and profitable to act jointly, however, it will oppose the effort to get licensure, and (by increasing its cost) weaken, delay, or prevent the legislation. The same attributes-numbers of voters, wealth, and ease of organization-which favor an occupation in the political arena, of course, favor also any adversary group. Thus, a small occupation employed by only one industry which has few employers will have difficulty in getting Iicensure; whereas a large occupation serving everyone will encounter no organized opposition.
An introductory statistical analysis of the licensing of select occupations by states is summarized in Table 3 . In each occupation the dependent variable for each state is the year of first regulation of entry into the occupation. The two independent variables are (1) the ratio of the occupation to the total labor force of the state in the census year nearest to the median year of regulation, (2) the fraction of the occupation found in cities over 100,000 (over 50,000 in 1890 and 1900) in that same year.
lZ Let~= the number of rnernbers of the professio~and y = average income.
We expect political capacity to be in proportion to (ny) so far as benefits go, but to reflect also the direct value of votes, so the capacity becomes proportional to 14 / GEORGE J. STIGLER (nay) with a >1. We expect these variables to be negatively associated with year of Iicensure, andeach of thenine statistically significant regression coefficientsis of the expected sign. The results are not robust, however: the multiple correlation coefficients are small, and over half of the regression coefficients are not significant (and in these cases often of inappropriate sign). Urbanization is more strongly associated than size of occupation with licensure. 13The crudity of the data maybe a large source of these disappointments: we measure, for example, the characteristics of the barbers in each state in 1930, but 14 states were licensing barbers by 1910, If the states which licensed barbering before 1910 had relatively more barbers, or more highly urbanized barbers, the predictions would be improved. The absence of data for years between censuses and before 1890 led us to make only the cruder analysis. 14 In general, the larger occupations were licensed in earlier years. 15 Veterinarians are the only occupation in this sample who have a welldefined set of customers, namely livestock farmers, and licensing was later in those states with large numbers of livestock relative to rural population. The within-occupation analyses offer some support for the economic theory of the supply of legislation.
A comparison of different occupations allows us to examine several other variables. The first is income, already discussed above. The second is the size of the market. Just as it is impossible to organize an effective labor union in only one part of an integrated market, so it is impossible to regulate only one part of the market. Consider an occupation-junior business executives will do-which has a national market with high mobility of labor and significant mobility of employers. If the executives of one state were to organize, their scope for effective influence would be very small. If salaries were raised above the competitive level, employers would often recruit elsewhere so the demand elasticity would be very high. 16The third variable is stability of occupational membership: the longer the members are in the occupation, the greater their financial gain from control of entry. Our regrettably crude measure of this variable is based upon the number of members aged 35-44 in 1950 and aged 45-54 in 1960: the closer these numbers are, the more stable the membership of the occupation. The data for the various occupations are given in Table 4 ,
The comparison of licensed and unlicensed occupations is consistently in keeping with our expectations:
(1) the licensed occupations have higher incomes (also before licensing, one may assume), ( 2) the membership of the licensed occupations is more stable (but the difference is negligible in our crude measure), The size and urbanization ofthethree groups, however, areunrelated to licensing. The inter-occupational comparison therefore provides a modicum of additional support for our theory of regulation.
s The idealistic view of public regulation is deeply imbedded in professional economic thought. So many economists, for example, have denounced the ICC for its pro-railroad policies that this has become a cliche of the literature. This criticism seems to me exactly as appropriate as a criticism of the Great Atlantic and Pacific Tea Company for selling groceries, or as a criticism of a politician for currying popular support. The fundamental vice of such criticism is that it misdirects attention: it suggests that the way to get an ICC which is not subservient to the carriers is to preach to the commissioners or to the people who appoint the commissioners. The only way to get a different commission would be to change the political
Conclusion
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support for the Commission, and reward commissioners on a basis unrelated to their services to the carriers, Until the basic logic of political life is developed, reformers will be ill-equipped to use the state for their reforms, and victims of the pervasive use of the state's support of special groups will be helpless to protect themselves. Economists should quickly establish the license to practice on the rational theory of political behavior.
